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Abstract  
Public expenditure for development have a decisive role in Romania in the economic recovery of the country, in a first step, but at 
the same time taking into account the EU's objectives. Romania during 2000-2010 had the largest public investment expenditures 
across European countries as a share of GDP, and in 2011 was ranked second after Poland. But while the share of GDP allocated 
to public investment in Romania is above the average of EU countries, in the economy these expenditures have been seen too little. 
Looking at Lisbon Index score, which tracks the performance of member countries to achieve the objectives of the current Lisbon 
strategy, one can notice that Romania is on the penultimate position, being preceded only by Bulgaria. The explanation for this 
poor performance in achieving the objectives of development comes from the lack of efficiency with which public money was used 
in financing investment projects and the low absorption rate of EU funds; Romania records in 2013 a rate of absorption of structural 
and cohesion funds of only 13.05%, the lowest among CEE countries. 
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1. The dilemma of the public expenditure  a leverage for overcoming the economical crisis 
There have been issued many opinions about the measures aimed at ending the crisis, and various measures were 
taken by governments. The proposed solutions differ mainly in terms of the economic doctrine adopted. Professor R. 
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Pencea presented in August 2009 the concepts of some researchers, Nobel Prize laureates for economics, regarding 
Edmund S. Phelps, starting from the 
idea that in the crisis period spending must be restricted, has declared that the worst thing is to stop innovation in 
times of crisis. Joseph E. Stiglitz (a 2001 laureate) considers that there are several measures that the state authorities 
can take, but the most important measures are those that offer the possibility to preserve jobs stating that any new 
unemployed person means extending the crisis. Another Nobel laureate for economics, Paul Krugman (2008), 
suggests as a measure the increase of the public expenditure (Pencea R., 2009), accepting in this sense high budget 
deficits. It can be seen from the above, a common opinion that supports the need for increasing the public spending in 
times of crisis, focusing on the budgetary expenditures for investment. As stated Bunescu L and Comaniciu C even 
if the government's anti-crisis programs in the world  were ambitious, studies show that their effect on real economy 
s (Bunescu 
 
Not only in Romania, but at global level there were raised pro and con voices against stimulating the public 
investments in order to overcome the effects of the economic crisis. These debates are not recent, and have as pawns 
John Maynard Keynes, the artisan of public investments during the crisis for stimulating the consumption and the 
Austrian Friedrich von Hayek, the lawyer of market liberalization. Joseph Stiglitz says that: "Europe is going towards 
disaster if it continues to insist with the austerity measures" (Stiglitz J., 2010). The U.S. pleads simulative public 
spending. While the United States report an economical growth of 5.9% of the GDP compared to 2009, the European 
states - in the words of David Cameron, and "of long term" - in the 
words of Angela Merkel(http://www.realitatea.net/austeritate-sau-investitii-noua-divergenta-dintre-europa-si-
sua_717672.html). 
We believe that investments have a particularly important role in the socio-economical development of any country, 
contributing to the increase of the technical and economic efficiency of the capital, to creating jobs and to ensuring 
national competitiveness. Last but not least, investments give birth to a series of domino effects, with driving effect 
that cause: promoting the technical progress, increasing production, improving the quality of goods/ services, 
increasing the economical efficiency. This role of the investments is boosted in the current period on the fond of the 
economic crisis. Only through sustained and correlated investments, that would start from the public sector, jobs for 
integrating young people into work can be created, or the current ones can be maintained as to reduce unemployment; 
through investments the research, innovation and  competitiveness sectors in the business environment can be 
consolidated, only through investments the economy can re-launch itself in order to generate an sustainable economic 
growth, an priority objective both for overcoming the economical crisis and also to align with the EU requirements 
expressed in the Lisbon Strategy. 
From the statements above we can see the decisive role that the public expenditure for development have in 
Romania in the economic recovery of the country, in a first step, but at the same time taking into account the EU's 
objectives. In a study conducted by the Government of Romania "The ex-ante analysis of the opportunity of 
introducing some measures for promoting investments" it is stated that "the immediate challenge is to overcome the 
crisis, but the biggest challenge is to avoid the reflex of returning to the pre-crisis situation. Even before the crisis, 
there were many areas where Europe has not progressed fast enough compared to the rest of the world (Ministry of 
Economy, Trade and Business Environment, 2010)." But the reality is not so simple, not in theory or in practice. 
One thing is certain, in the current period measures that stimulate private investments, in particular, must be taken 
but by doing this we are entering in a vicious circle. Private investments will not escalate without ensuring a stable 
and simulative legislative frame, without the existence of the necessary infrastructure. All these conditions will be 
able to be provided only through the , having as leverage the public investments. The capital public 
expenditures must prioritize investments in the transport, agricultural and environmental infrastructure; ensuring the 
co-financing of the projects financed from structural and cohesion funds; granting state aid for investment projects; 
developing public-private partnerships (Mihaiu D., 2011, page 62).  
However, despite the unfavorable situation, Romania can have the necessary financial resources to support 
investments. Romania has the European funds that have considerable value, but the effects of this important capital 
depend on the quality and usefulness of the projects to be funded. To really encourage the economic recovery, the 
projects funded with this money should develop the transport infrastructure without which the industry, agriculture 
and tourism cannot get better results as in present time. Along with committing to some significant public investments, 
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it would be useful to freeze the unproductive state consumption (for salaries, pensions and other social benefits), in 
order to increase these expenditures only in relation to the inflation rate as not to diminish the real incomes, which 
anyway are the lowest in Europe (Pencea R., 2009). 
In March 2010 the European Commission has launched the Europe 2020 strategy for ending the crisis and 
preparing the EU economy for the next decade. The commission proposes three key factors for economical growth, 
to be implemented through concrete actions at EU and national level (European Consilium, 2010): 
- a smart growth (fostering knowledge, innovation, education and digital society); 
- a sustainable growth (a more competitive production, a with more efficient use of  resources); 
- an economical growth favorable to the inclusion ( having a higher involvement in the labor market, acquiring 
skills and fighting against poverty). 
The progress made towards these objectives will be measured by five representative indicators at the EU-level, 
which the Member States will have to translate into national representative indicators ( 
http://europa.eu/rapid/pressReleasesAction.do?reference=IP/10/225&format=HTML&aged=0&language=RO&guiL
anguage=en): 
- 75% of the population aged 20-64 must be employed; 
- 3% of the EU's GDP should be invested in research and development; 
- the energetic and climate goals "20/20/20" must be met; 
- the share of early school leavers should be under 10% and at least 40% of the younger  generation should have 
university degree; 
- the number of the people exposed to poverty must be reduced by 20 million. 
2. Public expenditure for investments versus the development degree of the society in Romania 
 for investments have a very important role, especially in the current economic 
circumstance, since through rationally made public investments the economical growth is stimulated, new work places 
are creates, certain regions of the country are being developed thus reducing the economic and social disparities that 
exist between the developing regions in Romania. 
The decision-making objective at central level, of the public administrators, the increase of the public expenditure 
for investments should not be a priority, but the effects that are intended to be achieved must be taken into 
consideration, and this aspect is often overlooked. The emphasis in the allocation of public funds for development 
should not focus only on the input elements, but especially on those of output, outcome on the relationship between 
these indicators (Mihaiu D., 2011, page 52). 
In relative terms, public expenditures allocated to investments are situated above the average of the 
European Union countries, as it can be observed in Table 1 and in the graph below. 
Table 1. General government gross fixed capital formation in EU (% GDP) 
Country 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 
Belgium 2 1,7 1,7 1,6 1,6 1,7 1,6 1,6 1,6 1,7 1,6 1,7 
Bulgaria 3,6 3,4 3,1 2,9 3,2 3,4 4 5,2 5,6 4,9 4,6 3,4 
Czech Republic 3,5 3 3,1 6,8 4,2 4,3 4,5 4,2 4,6 5,1 4,3 3,6 
Denmark 1,7 1,9 1,8 1,6 1,9 1,8 1,9 1,9 1,9 2 2,2 2,2 
Germany 1,9 1,8 1,8 1,6 1,5 1,4 1,5 1,5 1,6 1,7 1,7 1,6 
Estonia 3,7 4,1 5,3 4,4 3,8 4 4,7 5,1 5,4 5,1 3,9 4,2 
Ireland 3,5 4,2 4,2 3,6 3,5 3,5 3,8 4,7 5,3 3,8 3,5 2,5 
Greece 3,6 3,6 3,4 3,5 3,5 2,8 3,4 3,4 3,7 3,1 2,3 1,6 
Spain 3,2 3,3 3,5 3,6 3,4 3,6 3,7 4 4 4,5 4 2,9 
France 3,1 3 2,9 3 3,1 3,3 3,2 3,3 3,2 3,4 3,1 3,1 
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Italy 2,3 2,4 1,7 2,5 2,4 2,4 2,4 2,3 2,2 2,5 2,1 2 
Cyprus 3 2,9 3 3,4 4,1 3,1 3 3 3,1 4,2 3,8 3,5 
Latvia 1,3 1,1 1,3 2,4 3,1 3,1 4,6 5,7 4,9 4,3 3,7 4,2 
Lithuania 2,4 2,2 2,9 3 3,5 3,5 4,2 5,2 4,9 3,9 4,6 4,4 
Luxembourg 3,8 4,3 4,9 4,6 4,3 4,5 3,6 3,3 3,4 3,9 4,1 3,8 
Hungary 3,3 3,7 4,9 3,5 3,6 4 4,5 3,7 2,9 3,1 3,4 3 
Malta 3,7 3,3 4 4,5 3,7 4,6 3,9 3,7 2,3 2,3 2,1 2,5 
Netherlands 3,1 3,3 3,5 3,6 3,2 3,3 3,3 3,3 3,5 3,8 3,6 3,4 
Austria 1,6 1,2 1,4 1,3 1,2 1,2 1,1 1,1 1,1 1,2 1,1 1 
Poland 2,4 3,4 3,4 3,3 3,4 3,4 3,9 4,2 4,6 5,2 5,6 5,7 
Portugal 4,1 4,4 4,1 3,9 3,8 3,6 2,8 2,7 2,9 3 3,6 2,6 
Romania 3,4 2,7 3,4 3,5 3 3,9 5,1 6,2 6,6 5,9 5,7 5,2 
Slovenia 3,2 3,2 3 3,2 3,4 3,2 3,7 4,2 4,4 4,6 4,4 3,6 
Slovakia 2,8 3,1 3,3 2,6 2,4 2,1 2,2 1,9 2 2,3 2,6 2,3 
Finland 2,4 2,5 2,6 2,8 2,8 2,5 2,3 2,4 2,5 2,8 2,5 2,5 
Sweden 2,8 2,9 3,1 2,9 2,9 3 3 3,1 3,3 3,5 3,5 3,4 
United Kingdom 1,2 1,5 1,6 1,6 1,8 0,7 1,8 1,9 2,3 2,7 2,5 2,2 
EU 27 2,3 2,4 2,3 2,5 2,4 2,3 2,5 2,6 2,7 2,9 2,7 2,5 
Source: data extracted from EUROSTAT http://epp.eurostat.ec.europa.eu/portal/page/portal/government_finance_statistics/data/main_tables 
 
Chart no. 1. The evolution of the public expenditure for investments (% of GDP) in Romania versus the EU average of 27 in the period 2000-
2011 
 
In Romania, the public spending for investments have increased during the period 2000 - 2008, the largest increase 
being recorded from 2005 until 2008. Since 2008, with the outbreak of the economic crisis, and until now it can be 
observed a downward trend, but with a double level towards the EU average of 27. In 2011 only Poland allocated 
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more to the public investments as a percentage of GDP (5.7% of GDP), unlike Romania which allocated 5.2% of 
GDP, the EU average being of 2.5% of the GDP. 
It can be seen that most UE member countries have reduced the public investments with the onset of the economic 
crisis in 2008 and Romania is one of these countries. Countries such as Belgium, Denmark, Germany, Sweden, 
Finland, UK and the Netherlands have kept approximately the same intensity regarding the public investments in the 
period 2008-2011, and Poland is the only EU country which has increased its public investments with the onset of the 
crisis. 
Besides these governmental funds, national investments can benefit from European Union funding, from grants. 
These types of funds are designed to finance public and private investments that are of national and European interest 
and are aimed at ensuring the development of the society. In the period 2007-2013, Romania has been allocated a 
budget of 19.213 million Euros to finance the operational programs in order to achieve the objectives of the National 
Development Plan, 8124.20 million Euros for the European Agricultural and Rural Development Fund (EARDF) 
granted for the implementation of the National Rural Development Program (NRDP) and 230.71 million Euros were 
allocated from the European Fund for Fisheries 2007-2013 for the Operational Program for Fisheries (OPF), the 
total allocated sum was of  27,567.91 million Euros from the EU budget, to which the national contribution is added. 
Even if these funds are of major importance for the economy of Romania in order to overcome the economic crisis 
and in order to recover from the development gaps that it has towards the European Union average, there can be seen 
that their absorption rate is very low. In March 31, 2013, the absorption rate of the funds destined for financing the 
Operational Programs was of 13.05%. In January 2013, the rate of absorption of the funds allocated for financing the 
National Rural Development Program was of approximately 56% (compared to the European allocation for the period 
2007-2013), and the rate of absorption for the POP allocated funds was of about 29% (compared to the European 
allocation for the period 2007-2013).  
 
Table 2. The absorbtion degree of the European funds in Romania, 2013 
EUROPEAN FINANCIAL 
ALLOCATION 
2007-2013 
OPERATIONAL PROGRAMS 
19213 MIL Euro 
THE GENERAL 
ABSORBTION RATE 
13,05% 
POR absorbtion rate 
24.7% 
 POS M absorbtion rate 
12.88% 
POS T absorbtion rate 
6.46% 
POS CCE absorbtion rate 
6.77% 
POS DRU absorbtion rate 
13.08% 
PODCA absorbtion rate 
24.63% 
POAT absorbtion rate 
18.53% 
EUROPEAN FINANCIAL 
ALLOCATION 
2007-2013 
POP 
230.71 Mil Euros 
 
ABSORBTION RATE 
29% 
 
reported to the European allocation for the 
period 2007-2013 
EUROPEAN FINANCIAL 
ALLOCATION 
ABSORBTION RATE 
56% 
reported to the European allocation for the 
period 2007-2013 
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2007-2013 
FEADR 
8124,20 Mil Euros 
Source: Ministerul Fondurilor Europene  http://www.fonduri-ue.ro/res/filepicker_users/cd25a597fd-62/stadiul 
absorbtiei/Evolutie.rata.absorbtie.PO_1%20mai%202012-31.martie%202013.pdf 
http://www.gov.ro/upload/articles/109210/agricultura-site2801.pdf 
 
However, not only these allocations are representative, they must be linked to the effects achieved through the 
money invested. In this respect we further explore the value of the Lisbon Index for the EU countries. In order to 
better monitor the achievement degree of the development goals contained in the revised Lisbon Strategy; the World 
Economic Forum has built a composite indicator called the Lisbon index, which is calculated every two years. The 
latest Index calculated is for the year 2010 and the one for 2012 is currently being calculated. The major importance 
of this index is derived from the fact that it allows identifying the country that is most efficient in achieving the Lisbon 
Strategy objectives, and the worst performing country, the distance between them, the well and the bad positioned 
areas in the ranking. The indicators from which the Lisbon Index is made of, are: 
1. Information Society 
2. Innovation and R&D 
3. Liberalization 
4. Network industries  
5. Financial services  
6. Enterprise 
7. Social inclusion  
8. Sustainable development. 
The table below presents the Lisbon Index according to the WEF methodology WEF from each EU member state, 
and the country's rank out of the total 27 Member States. 
 
Table 3. The Lisbon Index from the EU countries, from the USA and Eastern Asia in 2010-2008-2006 
Country Ranking 
2010 
Score 
2010 
Ranking 
2008 
Raking 
2006 
Country Ranking 
2010 
Score 
2010 
Ranking 
2008 
Ranking 
2006 
Sweden 1 5.83 1 3 Czech 15 4.71 16 14 
Denmark 3 5.61 2 1 Spain 18 4.53 17 15 
Finland 2 5.72 3 2 Malta 17 4.58 18 19 
Netherlands 4 5.51 4 4 Lithuania 20 4.39 19 20 
Austria 7 5.39 5 7 Slovakia 19 4.45 20 18 
Germany 6 5.39 6 5 Latvia 22 4.21 21 22 
Luxembourg 5 5.43 7 8 Hungary 21 4.28 22 17 
France 8 5.22 8 9 Greece 23 4.18 23 23 
Great Britain 9 5.15 9 6 Italy 25 4.03 24 24 
Belgium 10 5.15 10 10 Romania 26 3.96 25 26 
Ireland 11 5 11 11 Poland 24 4.07 26 25 
Estonia 12 4.96 12 12 Bulgaria 27 3.77 27 27 
Cyprus 13 4.83 13 21 The UE 27 
average 
 4.81   
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Portugal 16 4.70 14 13 United States  5.27   
Slovenia 14 4.79 15 16 Eastern Asia  5.28   
Source: The Lisbon Review 2008-  , World Economic Forum 2008, pag.7 de Jennifer Blanke and Thierry 
Geiger. 
The Lisbon Review 2010- Towards a More Competitive Europe?, Jennifer Blanke and Stephen Kinnock, World Economic Forum, 2010, page 9. 
The table shows a great disparity in performances across the 27 member countries, with scores ranging in 2010 
from 3.77 out of a maximum of 7 for Bulgaria, up to 5.83 for Sweden. The Nordic countries dominate the ranking. 
Analyzing Romania's situation, it can be seen that it only occupies the 26th place with a score of 3.96 in terms of 
achieving the development objectives set in the Lisbon Strategy, going down a position from the year 2008. The 27 
EU average of the index is 4.81, lower than the U.S. average of 5.27 and Eastern Asia of 5.28, a proof that the European 
economy is not as competitive and has failed to cancel the competitiveness difference. 
 
 
Chart no. 2. A comparison between the indicators of the Lisbon index from Romania and the EU 27 average, 2010 
 
Romania records major adverse differences for all 8 indicators, but the best result it is registered by the business 
environment (position 21), probably due to the simplification measures for opening a business and probably due to 
fiscal easing. The biggest gap Romania records is in terms of infrastructure, achieving a score of 4.05, significantly 
below the average of 5.39, and far behind Germany, which is considered a leader in this field with a score of 6.49, 
being 60% superior from  . Notable negative differences are also seen in terms of the financial services 
quality, the sustainable development and innovation. Therefore, Romania, in 2010, still has to recover a significant 
gap towards the EU 27 average, being overall with about 20% below the EU 27 average. 
Correlating information from Table 1 and Table 3 it is observed that the investments expenditure share from the 
GDP is about double the EU average, but the results of these investments are not seen because Romania occupies the 
penultimate place in terms of performance in achieving the development goals contained in the revised Lisbon 
Strategy. In a simple analysis of the official statistics, Romania is situated at the top of the public financing of 
development projects, but if you would analyze the effectiveness of these investments the ranking would reverse. 
To close these unfavorable development gaps, Romania should focus on increasing the absorption rate of the 
European funds and on increasing their efficiency. 
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3. Conclusions 
Budget expenditures for development in Romania, which are financed from the national budget or EU budget, have 
a decisive role in overcoming the economic crisis and an unfavourable one in recovering the offset recorded by 
Romania compared to the EU average. 
Romania during 2000-2010 had the largest public investment expenditures across European countries as a share of 
GDP, and in 2011 was ranked second after Poland. But while the share of GDP allocated to public investment in 
Romania is above the average of EU countries, in the economy these expenditures have been seen too little. Looking 
at Lisbon Index score, which tracks the performance of member countries to achieve the objectives of the current 
Lisbon strategy, one can notice that Romania is on the penultimate position, being preceded only by Bulgaria (which 
allocates 4.7% of GDP public expenditure on investment in 2010, data reported to Index of Lisbon, from 5.7% in 2010 
as Romania allocated). 
The same 26th position is occupied by Romania in 2006, before membership. The explanation for this poor 
performance in achieving the objectives of development comes from the lack of efficiency with which public money 
was used in financing investment projects and the low absorption rate of EU funds; Romania records in 2013 a rate 
of absorption of structural and cohesion funds of only 13.05%, the lowest among CEE countries. In this way, the 
Romanian Government has set targets for 2015 to increase funding in public investment allocating 7.01% of GDP 
along with increasing the efficiency of such funds and increasing the absorption of European funds between 50% - 
80% in 2015 (Romanian Government, Public Finances Ministry, 2013). 
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